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GREECE: KEY ECONOMIC INDICATORS 


All values in’ US $ million and represent period 
averages unless otherwise indicated 


Exchange Rate: US $1 = 32.3 (1975), 36.6 (1976), 38.0 (1977, est.) Drachmas 


% Change 
1975 1976 '76/'75 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices c/ 19,021 20 ,000 
GNP at Constant (1970) Prices c/ 10,698 9,970 
Per Capita GNP, Current Prices US $ c/ 2,103 2,193 
Gross Fixed Asset Formation, Current Prices d/ 3,164 3,488 
Personal Income, Current Prices 19,439 20,400 b, 
Indices: (1970 = 100) 
Industrial Production 151.6 165.4 
Avg. Labor Productivity na na 
Avg. Industrial Wage 211 259 
Avg. Industrial Wage, Drachmas Per Day 268 329 
Labor Force (millions) e/ 3.25 b, 3.25 
Avg. Unemployment Rate (non-agric) % f/ 3 2.2 b, 
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MONEY AND PRICES 

Money Supply 3,568 3,690 s 4,160 
Bank of Greece Rediscount Rate g/ 8 10 1] 
Consumer Price Index (1974 = 100) 113.4 128.5 : 143 
Wholesale Price Index (1961 = 100) 243.8 277.9 ; 317 
Retail Sales Value Index (June 1974 = 100) 121.4 142.3 : 168 


BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves h/ 911 905 5 910 
External Public Debt h/ 2,550 2,750 7 2,800 
Total External Debt h/ 5,600 6,100 b, ; 6,450 
Debt Servicing as % of Current Account 
Receipts 13.1 12.3 © 11.6 
Current Account Deficit i/ -1,077 -1,063 ‘ -1,120 
Trade Deficit i -3,050 -3,325 , -3,700 
Exports, FOB i, 2,030 2,227 ‘ 2,600 
US Share j/ % 5.1 5.1 5 
Imports, CIF i, 5,080 5 552 ; 6,300 
US Share j/ % 8.5 7.5 b/ 7.5 
Main Imports from US 
(1975, 1976 nine months) j/ Feed and foodstuffs $153, $40; machinery and 
transport equipment $88, $89; other manufactured 
goods $50, $44; chemicals $32, $26; raw 
materials $41, $28. 


Footnotes: 

a/ Because the drachma was depreciating against the dollar, these percentages are lower than 
eé actual change in drachma values. In fact GNP in constant prices rose by 5.6 percent in 
1976. b/ Estimate. c/ Factor cost. d/ Excl. dwellings. e/ 1971 census: 3.235 million. 
f/ Registered unemployed. g/ 10% since 10/75; 11% since 1/77. h/ End period. 

i/ Bank of Greece data. j/ Customs data. 
source: Bank of Greece, National Statistical Service, and other agencies. 





SUMMARY 


Skillfully managed economic policies have returned Greece to a 
balanced growth path. Real GNP for 1977 may surpass six percent, 
stimulated by private consumption, residential construction, and rising 
export demand from Western Europe and the Middle East. Productive 
investment in expansion of capacity appears to be picking up, but there 
is still little sign of new foreign or domestic investment. Industrial 
production continues steady growth, and 1977 should be favorable for 
agriculture. Because of concern over inflationary pressures, monetary 
and fiscal policies are less expansionary this year, and the government 
is pursuing a flexible prices and incomes policy. 


The 1976 balance of payments was quite favorable. Due mainly to 
high inflows from tourism and foreign exchange bank deposits, official 
borrowing was reduced to a manageable $406 million and should remain at 
or below this level in 1977. Financing this gap will present no 
difficulty, as Greece has access to large undrawn foreign credit lines. 
Over the last three years, US assistance amounting to around $650 
million helped considerably in financing Greece's balance of payments 
deficit. 


Earliest possible accession to the European Community is a 
top priority objective, and negotiations are well underway. Greek 


authorities foresee full membership by 1979-80, with a five-year 
transition period. 


Although there is no lack of new major trade opportunities, US 
firms will have to react swiftly, price competitively, and obtain. 
favorable financing (perhaps through Export-Import Bank) in order to 
meet EC and Japanese competition and reverse a recent declining trend 
in US exports to Greece. Sectors of particular interest include 
mining, power and energy, marine equipment, computers and electronics, 
avionics and aircraft, and telecommunications. Another major US Pavilion 
at the September 4-18 Thessaloniki International Fair, following on 
the success last year, offers US firms an excellent opportunity to 
promote their products in Greece and the Eastern Mediterranean 
region. 


Greece continues to encourage foreign private investment through 
a number of laws providing generous investment incentives. Several 
major government-sponsored projects offer US firms opportunities for 
joint ventures. Rapidly expanding Greek economic and commercial ties 
to the Middle East and North Africa, and Greece's emergence as a 
regional center, should also bring increasingly attractive trade and 
investment opportunities. 





A. Current Economic Situation and Trends 


1. Growth Rate Rises, But Investment Still Lags. Greece's 
unexpectedly favorable 5.6 percent real GNP growth in 1976, largely 
a result of the Caramanlis Government's skitifully managed economic 
policies, may well be exceeded in 1977, provided the situation in the 
Aegean remains calm and Western economies continue to recover. 
Economic policymakers' revised 1977 targets foresee at least six 
percent real growth, further reduction in inflation to around 10 
percent, and expansion of still-lagging productive investment. 
Fiscal policy remains mildly expansionary, while monetary policy aims 
at reducing excess bank liquidity. Interest rates on loans were 
recently raised, and commercial banks are now obliged to hold 37 percent 
of their deposits in Treasury bills and a special Central Bank account. 
Selective credit policies will, however, still assure adequate capital 


for productive investment. These measures are being supplemented by 
an anti-inflationary prices and incomes policy. 


The main stimuli to Greece's growth currently are private 
consumption, residential construction, and rising export demand 
stemming from European economic recovery and the Middle East boom. 


The investment picture, on the other hand, is mixed. A survey 
of 400 Greek firms shows businessmen planning to expand existing 
capacity and optimistic about sales and production for 1977, particularly 
for consumer goods. On the other hand, there is a "wait and see" 
attitude affecting new foreign and domestic investments, despite 
continuing government approval of new projects. This is partially, 
of course, a worldwide phenomenon, but may also be a function of 
tensions with Turkey, bureaucratic and administrative bottlenecks, and 
uncertainty regarding the evolution of laws and policies as the 
government attempts to rationalize and modernize the economy, prepare 
for full membership in the European Community, and achieve its social 
objectives. The government is moving to fill the vacuum by using 
state-controlled banks as a catalyst, and is also trying to smooth the 
bureaucratic process for new investors. 


Industrial production continues its steady growth, and in 1977 
will certainly exceed its very satisfactory 9.1 percent growth of last 
year. Due to increased construction activity and exports, consumer 
durables are recovering from the 1974-1975 slump. Consumer goods 
production, responding to domestic and export demand, is particularly 
lively, as can be seen from the leading manufacturing sectors: 
foodstuffs, tobacco, textiles, clothing and footware, furniture, 
non-metallic minerals (mainly cement), and electrical machinery. 

The agricultural sector is expected to show healthy expansion this 
year after its 1976 stagnation. Government policies are directed 

towards increasing the output of crops with import substitution or 
export potential, such as corn, durum wheat, barley, cotton, and 
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certain types of tobacco. The services sector, which now accounts 
for about half of Greece's GNP, will also contribute its share to 
1977 growth through increased defense and public administration 
expenditures, banking and commercial activities, and tourist arrivals. 


Although the December-to-December Consumer Price Index (CPI) 
rise was held to 11.7 percent in 1976, close to the OECD average, 
inflationary pressures persist. The Wholesale Price Index increased 
by 15.2 percent, 50 percent over the 1975 rate. Despite a Collective 
Labor Agreement, signed in January by government, labor and management, 
which raises national minimum wages by 15 percent -- also the 
maximum guideline for higher paid workers -- strikes and slowdowns 
by labor and professional groups in support of demands for larger 
increases are growing. They are assisted by the relatively low rate 
of urban and semi-urban unemployment in Greece -- under two percent 
in mid-1976, and possibly lower by now. 


Further anti-inflationary measures include an increase in the 
number of products on the price control list and attempts to control 
excess profits. A draft antitrust law, soon to be introduced to . 
Parliament, is designed to ensure free competition. 


Also because of concern over inflation, the budget is somewhat 
less expansionary this year. Regular budget expenditures of 200 
billion drachmas will be covered entirely by government revenues. 
Nevertheless, the deficit may exceed 50 billion drachmas, including 
the largely deficit-financed public investment budget and the consumer 
goods account. The 25 percent rise in defense expenditures, which 
amount to around 22 percent of the budget and 6.5 percent of GNP, 
means a slower rate of increase for expenditures in other important 
areas. On the revenue side, a new tax on revaluation of capital 
assets will yield an additional 10 billion drachmas from upper income 
groups and business over a five-year period. 


The Center for Planning and Economic Research (KEPE), which is 
preparing the Five Year Plan for 1976-80, now expects it to be 
introduced in Parliament by mid-1977. Medium-term goals include 
average annual real growth of six to seven percent, rapid development 
of exports and emphasis on import substitution (e.g. local energy 
resources and higher value added in secondary. production), and a 
10 percent minimum annual increase in gross fixed asset formation. 


3. Balance of Payments: Tourism and Capital Inflows Contribute 
to Continued Improvement. Despite a surprisingly favorable 1976 
outcome, the structural weakness in Greece's balance of payments 
remains a medium-term problem and a potential constraint on growth. 
The perennial trade deficit, not uncommon for a country at Greece's 


stage of development, almost doubled after 1972 because of world 
inflation/stagnation, skyrocketing oi] prices, and import requirements 
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for both development and military modernization following the Cyprus 
crisis. Although invisible receipts from shipping, tourism and 
emigrant and worker remittances, which traditionally covered most 
of the trade deficit, continued to rise significantly in this 

- period, they could not keep pace. The gap was covered by heavy foreign 
borrowing, which also somewhat increased the debt service burden. 
These events dramatised the vulnerability of Greece's balance of 
payments to international political conditions as well as to the 
level of Western economic activity. To achieve balance of payments 
equilibrium over the longer term will require considerable industrial 


investment, implying continued dependence on external financing for 
some time to come. 


The marked improvement in 1976, reflected in lower official 
borrowing ($406 million vis-a-vis $637 million in 1975), can be 
traced primarily to a dramatic upswing in tourist receipts, which 
reached over $800 million, and an almost-doubled net inflow of 
foreign exchange deposits (over $500 million) on the capital account. 

e latter is a result of government incentives to attract savings 
of Greeks working abroad, as well as relative calm in the Aegean. 
Even though the trade deficit increased by nine percent. the 
current account deficit dropped slightly to $1.06 billion. 


Prospects for 1977 are for a similarly propitious outcome. 
Imports are expected to rise by around 13 percent, due to inflation 
and increased imports of capital goods, industrial raw materials, 
consumer durables, and transport equipment. Further revival of 
Western economies and increased penetration of Middle East markets 
underlie projections of a 17 percent export increase. If invisible 
earnings also rise as expected -- in particular another 25 percent 
increase in tourism -- the current account deficit will show little 
change. Although net suppliers' credits and private foreign invest- 
ment inflows are expected to remain low, foreign exchange bank 
deposits and inflows for housing should offset this, allowing 
official borrowing requirements to remain in the manageable range of 
$350-400 million. Existing credit lines available to the Government 
and Bank of Greece are more than sufficient to cover this, and’ some 
restructuring of the foreign debt towards longer-term maturities 
should help to reduce the future annual debt service burden. Official 
assets of gold and convertible currency are still around $900 million, 
slightly less than two months' imports at 1976 levels. However, with 
floating exchange rates and readily available credit lines, the need 
for large reserves is reduced. 


Assistance from the US is helping considerably to ameliorate 
Greece's balance of payments financing gap. In fiscal years 1975, 
1976 and 1977, total US financial assistance will exceed $650 million, 
including economic and security loans and grants, Commodity credit 
Corporation financing, and Eximbank credits. 
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3. Negotiations for Early EC Accession are Well Underway. 


Earliest possible accession to the EC is a top priority government 
objective. Substantive negotiations are in process, and machinery 
is in motion to make necessary adjustments in various areas such 

as investment incentives, tax structure, antitrust legislation, and 
agricultural, trade and industry policies. Greece still foresees 
full _ membership by 1979-80. Government officials acknowledge in 
public statements that the adjustment process will pose difficult 
challenges, particularly in agriculture, but they express optimism 
over the Greek people's resourcefulness, adaptability, and will 

to succeed. 


B. Implications for the United States 


1. Greek Market Growth Offers Export Opportunities but Requires 
Competitive Pricing. Continuing an unfavorable trend begun in 1975, the 
US share of the Greek market has slipped from 9.4 percent in 1974 to 7.4 
percent in the first three quarters of 1976. During the first nine months 
of 1976, US exports to Greece amounted to $246.5 million*, a 4.4 percent 
drop vis-a-vis 1975. In contrast, exports from most EC countries, 


including Germany, Italy, France, and the UK, are rising, in some cases 
substantially. 


Implementation of public sector development programs and anticipated 
upswing in private investment offer trade opportunities for US firms, as 
the demand for high quality, technologically advanced products grows. US 
firms will have to react swiftly and competitively, particularly in pricing, 
to win sales and contracts from other aggressive foreign sellers and to 
retain the US position as Greece's third major supplier after West Germany 
and Italy. Energetic salesmanship and favorable financing are key factors 
in the face of European and Japanese competition and progressive tariff 
reductions on EC products. The Export-Import Bank, which has expressed 
interest in expanding its exposure in Greece, is ready to assist US 
exporters through its direct lending, guarantee, and insurance programs. 
US branch banks located in Greece's three main commercial centers -- 
Athens, Piraeus and Thessaloniki -- can also facilitate US firms' efforts 
to enter and develop Greek markets. 


Firms interested in promoting their products in Greece and the 
Eastern Mediterranean will find an excellent opportunity in the 
September 4-18, 1977 Thessaloniki Fair, the largest single promotional 
event in Greece. US sales resulting from the 1976 Fair -- which attracted 
850,000 visitors, 86 percent of whom visited the US Pavilion -- exceeded 
previous expectations, partly as a result of increased international 


attendance, in particular from the Middle East. Sixty-two US firms 
exhibiting in the US Pavilion reported off-the-floor sales of over a half 


* All statistics in section B.1 are based on customs data and percentages 
are calculated on drachma values. The US share of the market is based on 
customs data excluding ships which, because of their size and infrequency, 
have a distorting effect. 
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million dollars and solid twelve month projections of nearly $15 million. 
Longer term leads, particularly from Arab visitors, are expected to generate 
additional business. Fair authorities estimate that 20 percent of the 
approximately $67 million in transactions concluded in 1976 were with 
Middle Eastern buyers. The US Embassy is organizing a major Pavilion 

in 1977 featuring special sections for computers and electronics, plastics 
and chemicals, solar energy, marine services and equipment, automobiles and 
automotive accessories, and aviation, as well as individual booths in other 
product areas. US companies interested in participating should indicate 
space requirements to the Embassy in Athens as soon as possible, as demand 
is high (Telex 215548). 


2. Areas of Special Interest to US Firms. Government spokesmen have 
emphasized the importance of the mineral sector to Greece's future growth. 
Intensive research is underway on minerals which might provide raw 
material for metallurgical industries and reduce dependence on imports, 
such as chromite, nickel, mixed sulfides, molybdenum, alluvial gold, 
phosphates, and lignite. Major new projects, scheduled for completion 
before 1980, are already underway in magnesite, nickel, and alumina, 
involving total investments of over $500 million in plant and equipment. 
US firms are presently involved as suppliers or consultants in several 
of these projects, and opportunities continue bright for sales of US 
mining equipment and services (see Athens A-16*). A Mining Equipment Trade 
Mission, sponsored by the Commerce Department, visited Athens in April 
to take further advantage of this promising market. 


Greece's endeavors to reduce dependence on imported petroleum 
by developing local fuel resources offer export opportunities in the 
energy sector. There is potential demand for small solar-activated 
residential and commercial units. The Public Power Corporation's (PPC) 
ten-year development plan foresees a 95 percent increase in generating 
capacity by 1986, with the addition of hydroelectric and lignite-fired 
plants and a 600 megawatt nuclear power plant. The initial step toward 
the nuclear plant, scheduled to begin operation by 1986, will be 
appointment of a consulting firm, probably by international tender. 


Aircraft and telecommunications equipment offer opportunities 
for export sales to Greece. Olympic Airways will renew part of its 
short-range fleet in the next few years and also intends to develop 
its limited cargo service. The Greek Government plans to upgrade and 
automate its air traffic control system and to build a new international 
airport for the capital area. 


Modernization and expansion of telecommunications facilities 
should stimulate demand for electronic exchange equipment, pulse code 
modulation (PCM) systems, ship-to-shore telecommunications, broad-band 
microwave radio equipment, and, in the long run, a third satellite 
communications antenna. 


* A comprehensive Embassy report available from the Department of Commerce 
on the Greek mineral sector. 
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The Government-owned Hellenic Railways Organization (HRO) 
eventually plans to modernize and electrify its network and, more 


immediately, to install a signalling system on the Athens-Thessaloniki 
line. 


IBRD projects in Greece offer export opportunities in the fields 
of irrigation, education and sewage treatment. 


3. Government Encourages Foreign Investment. Acknowledging the 
importance of foreign investment, technology and management know-how, 


Greek policymakers have publicly stressed their interest in attracting 
mutually beneficial foreign investment. They believe that Greece's 
proximity to Middle Eastern and Balkan markets, relatively cheap and 
reliable labor force, and prospective membership in the European Community 
offer advantages to foreign investors. Although the government is seeking 
greater control over the economy to achieve desired structural reforms 

and economic development, officials frequently stress the importance of 
the private sector, maintaining that economic policy will avoid the 
extremes of either laissez-faire or socialism. 


Greece's investment law 2687 of 1953 protects foreign investment 
and provides for repatriation of equity and loan capital, remittance of 
profit and interest earnings, and transfer of royalties in foreign 
exchange. To stimulate investment outside of the congested urban centers 
of Athens, Piraeus and Thessaloniki, Law 289 of 1976 confers special 
tax and credit incentives on firms investing in the eastern frontier 
areas, supplementing previous legislation encouraging regional development. 
In preparation for EC accession, the government is presently studying 
changes that will be required in investment incentives (e.g. regional 
development) to conform to EC legislation. 


New oil exploration and development legislation (Law 468/76), 
designed to accelerate oi! exploration and development, establishes a 
legal framework, defines procedures for selecting concessionnaires, and 


formulates basic rules governing 01] exploration and development 
contracts. 


US firms may find investment opportunities in recently announced 
major projects having top government priority. The $640 million Kavala 
aracwasics complex and the $50 million project to develop 
Messolongi salt pans have been assigned to the Hellenic Industrial and 
Mining Investment Corporation. The state-owned Hellenic Industrial 
Development Bank and the National Investment Bank for Industrial 
Development will cooperate in establishing a $60 million asbestos 
plant and a ferro-chrome project. 





10 


4. Greece's Role Growing in Middle East. Greece's significance 
as a regional center for US eo grew dramatically in 1976 because of 
its location at the crossroads of Europe, the Middle East and Africa, 
and as a result of the Lebanese civil war. About 170 US firms have 
established regional offices in Athens; the favorable terms of Law 89 
offer tax and duty exemptions for businesses engaged in commercial 
activities outside Greece. Rapidly expanding Greek economic and 
commercial ties with the Middle East and North Africa may also 
offer attractive opportunities for US firms, particularly joint 
ventures in high technology areas such as desalination and petro- 
chemicals. By late 1976, over 20 Greek engineering firms had captured 
lucrative construction contracts which could reach as high as $4 
billion. Greek exports to the region have also been rising at annual 
rates nearly double those of total exports. 
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